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May 2, 2002

ElectronicFiling
Ms. MarleneDortch
Secretary
FederalCommunicationsCommission
~ 12th St., SW, RoomTWB-204
Washington,DC 20554

Re: FCCSeeksCommentOnAT&T Requestto Contributeto UniversalService
BasedonProjectedRevenues,CC DocketNo. 96-45,DA No. 02-376

Federal-StateJointBoardonUniversalService.CC DocketNo. 96-45; 1998
BiennialRegulatoryReview— StreamlinedContributorReportingRequirements
Associatedwith AdministrationofTelecommunicationsRelayService.North
AmericanNumberingPlan LocalNumberPortability andUmversalService
SupportMechanismsCC Docket98-171,TelecommumcationsServicesfor
Individualswith HearingSpeechDisabilitiesandtheAmericanswith Disabilities
Act of 1990.CC DocketNo. 90-571;AdministrationoftheNorthAmerican
NumberingPlanandNorthAmericanNumberingPlanCostRecovery
ContributionFactorandFundSize.CC DocketNo.92-237, NSD FileNo. L-00-
72,NumberResourceOptimization CC DocketNo 99-200,TelephoneNumber
Portability,CC DocketNo. 95-116;andTruth-in-Billing andBilling Format,CC
DocketNo. 98-170

IntheMatterofBellSouthTariff FCCNo. 1, TransmittalNos.623 & 629,
WCB/PPDNo. 02-08

DearMs. Dortch:

On Tuesday,April 30,2002, JoelLubin andI metwith Matt Brill, LegalAdvisorto
CommissionerKathleenAbernathy. Duringthecourseofthatmeeting,we stressedtheneedfor
theCommissionto grantAT&T’ s requestto, onaninterim basis,contributeto universalservice



basedonprojectedrevenuesasafirst steptowardsreformingtheuniversalserviceassessment
andcollectionmechanism.We highlightedthefact thatthecurrentassessmentmechanism
(which assessesAT&T, andconsequentlyAT&T’s customers,basedon six-montholdrevenue
data)resultsin AT&T’s customersbearingadisproportionatelyhighershareoftheuniversal
servicecontributionin thelongdistancemarketplace.Thatfactis reflectedin thecurrentAT&T
collectionrateof 11.5%versusothercarriersin themarketplacewhosecollectionratesare
significantly lowerduesolelyto thefactthattheirinterstaterevenuesareincreasing.We
reiteratedthatthecurrentassessmentmechanism,which basesassessmenton (six-monthold)
interstaterevenues,is irretrievablybroken. AT&T’s waiverwould representafirst stepat
addressingthecurrentinequitablemechanism,but thatit shouldbeonly afirst step.

We stressedtheneedfor theCommissionto alsopermanentlyfix theuniversalservice
contributionmechanismby adoptingaperconnectionassessmentmethodologyconsistentwith
AT&T’s andothercarrier’scommentsassoonaspossiblefor implementationonJanuary1,
2003. Theattachedtimelinewas distributedanddiscussedduringthemeeting.

In addition,wealsoreiteratedAT&T’s oppositionto BellSouth’sidentifiedthousand
blocknumberpoolingcostsasreflectedin theaforementioneddocketsandrequestedthatthose
tanffsbesuspendedfor afive monthinvestigation Weraisedtwo specificgrounds First, that it

wasdiscriminatory,anti-compteitiveandconstitutedaprohibitedsubsidyto permitBellSouthor
anyothercarrierto collectthosecostsin a switchedaccessrateelement. Second,wealsostated
thattheBellSothcostsidentifiedwereoverstatedanddid notrelectthe “direct” costsof
implementingthousandblocknumberpoolingthatwouldnothaveoccurred“but for” the
commission’sorder.

Thepositionsexpressedby AT&T wereconsistentwith thosecontainedin~theComments
andexpartefilings previouslymadein theaforementioneddockets Oneelectroniccopyofthis
Noticeis beingsubmittedfor eachofthereferencedproceedingsin accordancewith the
Commission’srules.

Verytruly yours,

Enclosure
cc: Matt Brill



OPERATIONALIZING AT&T’s WAIVER REQUEST
Effective July 1, 2002 for

3
id Quarter with 4th Quarter Implementation of CoSUSProposal

• AT&T filesprojectionsofrevenuesfor the3rdQuarterof2002with USAC(Prospective499Q)— 5/21/02

• FCCgrantsAT&T waiverby May23, 2002

• USAC calculatestherevenueassessmentrateforthe3rdQuarterof2002by dividing theprojectedUSFfunding requirements
by therevenuebaseadjustedto removeAT&T historicalrevenuesandreplacewith AT&T projectedrevenuesfor the3rd
Quarterof2002— May23, 2002.

• USACbills respectiveCarriersbasedon theirsubmissionsaccordingto thecurrentbilling schedule— July 15, August15, and
September15

• All carriersremit contributionsaccordingto currentpaymentschedule— August15, September15, andOctober15

• FCCIssuesOrderandFNPRMregardingCoSUSProposal— September15, 2002
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OPERATIONALIZING AT&T’s WAIVER REQUEST
Effective July 1, 2002 for 3~Quarter with 4th Quarter Implementation of CoSUSProposal

(cont’d)

• FCCissuesapublicnoticecontainingall theimtial assessmentratesofCoSUSProposalto beeffective4thQuarter’—
September302002
- Residencewirelessandwirelme,SingleimebusinessandWirelessbusmesscustomerswouldbeassignedanassessmentrateof $1permonthper
line/number
- Lifeline customerswouldbeassigned$0
- Pagerswouldbeassigned$0.25 pernumberpermonth
- SpecialAccessandPrivateLine serviceswould beassessedat3’~Quarterrevenue-basedassessmentrate
- The switchedMultilmebusinessratewould becalculatedasaresidualby takingUSAC’s projectedsizeofthefederalUSFfundingrequirementfor the
4

th Quartermcreasethatestimateby afactorto createareserveagainsttheimtial USFassessmentsnotcollectedandremittedby thecontributors2

subtractingtheestimatedrevenuestobecollectedfromresidentialandsinglelinebusiness,non-pagingCMRS, pagingandspecialaccess/privateline,
anddividingby theadnmustrattveestimateof switchedMultthnebusinesslines

• Carrierscontributeto USFbasedon acollectandremit basis—November30th, December30th, January30th
- CamersapplyUSFto monthlybillings for October,November,andDecember
- Carriersremit USFreceiptstoUSACon November30th,December

30
th,andJanuary30th

• Continuequarterlyuntil implementationofPost-transitionphaseof CoSUSProposal

1 Forthe4th Quarter,theestimatesfor linecountsandrevenuesfor all customerclassificationswouldbebasedontheCommission’sanalysesofvarioussources.

TheproposedForm499-Mis notexpectedtobeavailablefor settingtheimtial assessmentrates
2 This would replacetheexistingreserveforamountsuncollectiblefromcontributors It wouldbeprudentforthe CommissiontQ establishasmallreserveto

covertheinitial adjustmentsforuncollectiblesundercollectandremit
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OPERATIONALIZING AT&T’s WAIVER REQUEST
Effective July 1, 2002 for 3rd Quarter with 4th Quarter Implementation of CoSUSProposal

(cont’d)

• True-upMechanism3
- Applied in 1st Quarter2003 -

- USAC comparesAT&T projectedrevenuesfor3rdQuarter2002with actualrevenuefromNovember
1

stForm499-Q4

- USAC calculatestheAT&T (plus/minus)adjustmenttothe 3rdQuarterassessmentbasedon thedifferencebetweentheprojectedrevenuebaseand
actualrevenuebase.
- USAC appliestheAT&T adjusimentasanincrementtothe 1stQuarter2003 USFfundingrequirement5

- USAC settleswithAT&T basedonthedifferencebetweentheirprojectedrevenuesfor the~ Quarterandtheir actualrevenuesfromtheir May ~
Form499-Q.

7

~True-upsareapplicabletoanyquarterfor whichusfassessmentsarebasedon carrierprojecteddata. Adjustmentsaremadetothensfassessmentsfor the
secondquarterfollowing thequarterthatis basedonprojecteddata,i.e., the3rdQuarter2002assessmentsare“trued-up” inthe1stQuarter2003.
~ will submita499-Qwhichreflectsthe3rd Quarteractualrevenuesinadditiontothe499-Qbaseduponconnections.
If AT&T actualrevenuesfor the3rdQuarterexceededtheprojections,thenthe 1stQuarter2003USFfundingrequirementcanbeloweredasthedifferencewill

bemadeupby USAC settlementswithAT&T. If theprojectionsfor the 3rdQuarterexceededAT&T’s actualrevenues,thenthe1stQuarter2003 USFfunding
requirementmustberaisedtoreimburseAT&T, whooverpaidinthe3rdQuarter.
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